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ABSTRACT 

Emerging market countries have millions newly affluent consumers and are also the home of a new generation 

of multinational companies. With a population of over 1.3 billion, India is one of the largest emerging 

economies in the world in terms of purchasing power and increasing consumer spending, next to China. The 

Indian FMCG sector is the fourth largest sector in India and an important contributor to India’s GDP. India’s 

FMCG sector creates employment for more than three million people in downstream activities. The sector is 

characterized by strong presence of global businesses, intense competition between organized and unorganized 

players, well established distribution network and low operational cost. FMCG sector in India has witnessed 

growth over the last decades in India and is expected to grow at a significant rate in future .This research aims 

to study the current trend in the FMCG sector in India and to identify the key drivers for the growth to FMCG 

sector in India. 
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I. INTRODUCTION  

The world of business is changing and we are now witnessing the beginning of the end of old economic order 

which has for decades been dominated by the triad economies (US, Europe and Japan). The new economic order 

is a multi-polar world characterised by multiple centres of economic power and activity [1]. What is most 

important change about this new order is the rise of FMCG sector emerging markets. 

Over the past two decades, the number of people earning more than $10 a day roughly the level at which 

households can contemplate discretionary purchases of products has more than doubled, to 2.4 billion people. 

McKinsey Global Institute (MGI)  research suggests that by 2025 that number will nearly double again, to 4.2 

billion consumers. The overwhelming majority of these new consumers will hail from emerging markets. MGI 

estimates that by 2025 annual consumption in emerging markets will rise to $30 trillion and account for nearly 

50 percent of the world‘s total [2]. (Fig - 1).Even under the most pessimistic scenarios for global growth, 

emerging markets are likely to outperform developed economies significantly for decades. Leading the way is a 

generation of consumers in their 20s and early 30s who are confident their incomes will rise and are willing to 

spend in order to realize their high aspirations. These new consumers have come of age in the digital era. 

Already, more than half of all Internet users globally are in emerging markets. Emerging consumers are shaping 

the digital revolution, not just participating in it, and they are leapfrogging developed-market norms and are 
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possessing increasingly prominent position in the world economy. These economies comprise countries with a 

rapid pace of development and government policies favouring economic liberalization. They offer extraordinary 

opportunities for business and are the world's fastest growing economies, contributing significantly to the 

world's explosive growth of trade. With a high growth rate and huge untapped potential, these emerging markets 

are the growth engines of the world economy.Morgan Stanley Emerging Market Index (2006) have identified 26 

countries. In 1994 the US State Department of Commerce named ―Big 10 Emerging Markets‖, which are China, 

India, Indonesia and South Korea in Asia; Poland and Turkey in Europe; Brazil, Mexico and Argentina in South 

America and South Africa in Africa[3]. According to the World Bank, the four biggest emerging markets are 

Brazil, Russia, India and China (BRIC). The ―BRIC‖ economies are growing at a rapid pace ranging from 8 to 

10 %, and are poised to overtake the G6 countries within next 35 to 40 years in terms of their collective   GDP.  

China. According to Goldman Sachs' projections, within the next 20 years, BRIC will add to their populations 

some 225 million ―middle class‖ consumers who earn at least US$ 15,000 a year. The economy of BRIC will 

overtake the U.S., Japan, Germany, France, the UK, Italy, and Canada by 2040 [4] 

While emerging markets possess huge market opportunities India and China alone, which account for over 30% 

of the world population, are slated to be major buyers of the world‘s goods and services on the strength of the 

growing prosperity of their consuming classes. India has been one of the largest and fastest-growing emerging 

economies after China. Over the few years, there has been a significant growth of the Indian market which has 

resulted in the high Gross Domestic Product (GDP), with an annual growth rate of 7% during the FY 2017 and 

is expected to regain its momentum, with growth rising to 7.6 percent in FY2018 and strengthening to 7.8 

percent in FY2019-20. [5] .The FMCG sector is an important contributor to India‘s GDP and it is the fourth 

largest sector of the Indian economy. 

While the emerging economies constitute the major growth opportunity in the evolving world order they are 

attracting the interest from marketers around the world. Moreover, developed markets are becoming saturated 

and the multinational corporations (MNCs) are increasingly turning towards emerging markets. The cornerstone 

of a firm‘s success in any market is the existence of drivers for growth to FMCG sector. 

 Figure -1 World consumption ($ trillion) [6] 

II. OBJECTIVES 
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This research aims to study the current trend in the FMCG sector in India and to identify the key drivers for the 

growth to FMCG sector in India  

 

III. RESEARCH METHODOLOGY  

This research has been focused on studying the trends and key drivers for the growth to FMCG sector in India. 

Secondary data has been used.  This paper is based on case studies, statistical data, analytical and logical 

understanding of various reports, journals, research papers, books, newspaper and the internet.  

 

IV. INDIAN FMCG SECTOR OVERVIEW 

The average consumer spends a lot of their total budget on FMCGs [7]. Fast Moving Consumer Goods (FMCG) 

- alternatively known as consumer packaged goods (CPG) are types of consumer goods that are purchased for 

almost immediate consumption [8].Products which have a swift turnover and relatively low cost are known as 

Fast Moving Consumer Goods (FMCG). FMCG items are those which generally get replaced within a year. 

Examples of FMCG commonly include a wide range of repeatedly purchased consumer products such as 

toiletries, soap, cosmetics, oral care products, s biscuits, drinks, as well as other non-durables such as glassware, 

bulbs, batteries, paper products, and plastic goods. FMCG may also include pharmaceuticals, consumer 

electronics, packaged food products etc.  A separate sector called FMCG sector is well established in India. 

India has always been a country with a big chunk of world population, be it the 1950‘s or the twenty first 

century. In that sense, the FMCG market potential has always been very big. FMCG companies operate a wide 

portfolio of very distinct brands in different categories  

 

4.1 Trends in FMCG sector  

FMCG has been among the best performing sectors relative to other sectors in India .It has delivered higher 

returns than most sectors both in the short as well as the long term .The Indian FMCG sector is the fourth largest 

sector in the economy with an estimated size of USD I85 billion. The FMCG sector in India generated revenues 

worth USD 47.3billion in 2015. (Fig- 2)Over 2007-16F, the sector is expected to post CAGR of 11.9% in 

revenues  Overall FMCG  sector is expected to grow at a CAGR of 14 % .This implies FMCG is expected to 

increase to 1.8 times by 2020 (110-125 ,USD billion )and 3.6 times  by 2025 (220-240 USD billion ) [9].Total 

consumption expenditure is to reach nearly USD 3600 billion by 2020 from USD1411 billion in 2014. The rural 

FMCG market is expected to increase at a CAGR of 14.6 percent to USD100 billion during 2016 – 25F .he 

overall rural FMCG Consumption stands at USD 18.92 billion in 2015. Retail market in India is estimated to 

reach USD180 billion by 2020 from USD60 billion in 2015, with modern trade expected to grow at 20% per 

annum, which is likely to boost revenues of FMCG companies The sector generates 5% of total factory 

employment in the country and is creating employment for three million people, especially in small towns and 

rural India. Unlike the developed markets, which are prominently dominated by few large players, India‘s 

FMCG market is highly fragmented,, volume driven and characterized by low margins. The sector has a strong 

MNC presence, well established distribution network and high competition between organized and unorganized 

players. India‘s branded FMCG market estimated to be USD 65 billion (34 %) growing at 12 % [9]. FMCG 

products are branded while players incur heavy advertising, marketing, packaging and distribution costs.  
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Figure 2-Trends in FMCG revenues over the years (USD billion) [10] 

 

4.2 Major Segments of the FMCG Industry 

The FMCG sector consists of four product categories, each with its own hosts of products that have relatively 

quick turnover and low costs: 

 Household Care 

 Personal Care  

 Healthcare 

 Food & Beverage 

Household and Personal Care is the leading segment, accounting for 50 %of the overall market.  Healthcare 

(31%) and Food & Beverages (19%) comes next in terms of market share.  

Figure 3 Market Share of the major segments of FMCG Sector 

Household Care : Fabric wash (laundry soaps and synthetic detergents); Household cleaners (dish/utensil 

cleaners, floor cleaners, toilet cleaners, air fresheners, insecticides and mosquito repellents, metal polish and 

furniture polish) The fabric wash market and household cleaner market are well in excess of US$1.2billion. 

Fabric Wash 76% (>US$1billion) and Household Cleaners 24% (>US$239miilion) .Traditionally, the fabric 

wash market has driven the majority of India‘s total household care sales. Household care segment is featured 

by intense competition and high level of penetration. The detergents segment is growing at an annual growth 

rate of 10 to 11 per cent during the past five years. (Fig-4) 
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 Figure 4-Household Care Product Segments’ Contributions [10] 

 

Personal Care. :Personal care segment includes personal wash products, hair care products, oral care products,  

skin care, personal wash (soaps); cosmetics and toiletries; deodorants; perfumes; feminine hygiene; paper 

products.  The coconut oil market accounts for 72 per cent share in the hair oil market. The hair care market can 

be segmented into hair oils, shampoos, hair colorants & conditioners, and hair gels. Traditionally, personal wash 

and hair care products, the basics personal hygiene, dominated the personal care segment with excess of 

USD$1.8 million. Demand for skin and cosmetic care products, compared to other personal care product 

categories, has been relatively low. (Fig-5) 

 

Figure 5- Personal Care Products’ Market Sizes (In USD Million) [10] 

 

Food & Beverage: This segment comprises of the food processing industry, health beverage industry, bread and 

biscuits, chocolates & confectionery, Mineral Water and ice creams. The three largest consumed categories of 

packaged foods are packed tea, biscuits and soft drinks. Indian hot beverage market is a tea dominant market. 

The size of the food processing industry exceeds US$65.6 billion. The size of the semi-processed/ready-to-eat 

food segment is over $1.1 billion Of the food processing industry, Bread and biscuits sales exceeds US$1.7 

billion; Health beverage sales exceeds US$ 230 million; Ice cream exceeds US$188 million. Chocolates sales 

exceed US$73 million, in the hot beverage market, tea rather than coffee dominates. Coffee is consumed largely 

in the southern states. In 2015, biscuits market is estimated to be around USD4.1 billion. Britannia has 28% 

market share in terms of value. Soft drinks market in India reached around USD10.64 billion in 2015. In 2015, 

carbonated drinks stood at USD4.09 billion and fruit juice market stands at USD1.31 billion 



 

289 | P a g e  
 

Food and personal care make up two-thirds of revenues. Hair Care is the leading segment, accounting for 23.0 

percent of the overall market in terms of revenue. Food Products is the second leading segment of the sector 

accounting for 19.0 percent followed by health supplements and oral care which has a market share of 16.0 

percent and 15 percent respectively. (Fig-6) 

Figure -6 Market Break up by revenue 2016 [7] 

 

Accounting for a revenue share of around 60%, Urban segment is the largest contributor to the overall revenue 

generated by the FMCG sector in India and recorded a market size of around USD29.4 billion in 2016 Semi-

urban and rural segments are growing at a rapid pace; and accounted for a revenue share of 40% in the overall 

revenues recorded by FMCG sector in India In the last few years, the FMCG market has grown at a faster pace 

in rural India compared with urban India. FMCG products account for 50% of total rural spending. (Fig-7) 

 

Figure-7  Urban/Rural Industry Breakup [11] 

 

 

V. DRIVERS OF GROWTH TO FMCG SECTOR IN INDIA: 

The FMCG sector seems to have finally joined India‘s Inc‘s growth part by posting surprisingly double –digit 

growth in sales in the past couple of years. FMCG sector in India has several growth drives. 
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5.1 Shifting of Economic Power  

The emerging markets are ticket to major growth. From 2010 to 2020, they will account for about 70 percent of 

the worldwide growth in consumer spending and about 50 percent of total consumer spending. For many FMCG 

companies, their emerging-market focus has been all about the BRICs (Brazil, Russia, India and China)—which 

makes sense, considering they‘re expected to deliver about half of the worldwide growth. Shifting of Economic 

Power to emerging countries like China and India will cause trade areas to evolve and a new generation of 

globally competitive companies from these developing markets to emerge. In the next decade new economic 

powers like China and India will continue to rise. The emerging market India has become a crucial engine of 

global growth – a dream market .India economy, is one of the largest economy in the world, in terms of 

purchasing power, is going to touch new heights in coming years. As predicted by Goldman Sachs, [9] the 

Global Investment Bank, by 2035 India would be the third largest economy of the world just after US and 

China. It will grow to 60% of size of the US economy. As this power shift occurs, a volatile global economy 

will remain the norm for the coming decade. Trade areas will evolve and a new generation of globally 

competitive companies from developing markets will emerge, helping to further solidify their position in the 

global marketplace. 

5.2 Demographic Transition 

Demographic transition  in India have been key growth driver of the FMCG sector .Rising incomes ,growing 

middle class and growing youth population etc are increasing the interest of multinational in Indian emerging 

market . 

Rising income                       

Incomes have risen at a brisk pace in India and will India‘s nominal per capita income (USD) continue rising 

given the country‘s strong economic growth prospects. According to IMF, nominal per capita income is 

estimated to grow at a CAGR of 4.94% during 2010-19F An important consequence of rising incomes is 

growing appetite for premium products, primarily in the urban segment .Moreover The Indian government has 

been supporting the rural population with higher MSPs, loan waivers, and disbursements through the NREGA 

programme and other Government initiatives like Pradhan Mantri Jan Dhan Yojana These schemes have 

empowered the rural masses and increased their purchasing power, thus boosting FMCG consumption during 

FY07-16, rural India and have thus propped up rural purchasing power. Rural India‘s per capita disposable 

income is estimated to rise to USD631 in 2020 from USD516 in 2015E. (Fig-8)  
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Figure -8 India’s nominal per capita income (USD) [10] 

Growing Middle Class 

According to the Mckinsey Global Institute report The rise of India‘s consumer market‖, Indian households 

have been classified into five groups based on annual disposable income: They are  

Globals: having an annual disposable income of over USD 22065.3. This constitutes the richest people in the 

country and can afford a luxurious lifestyle. Politicians, large business owners, senior executives of corporate 

belong to this category.  

Strivers: Their annual disposable income is between USD 11032.7-22065.3 p.a. per household. This group 

consists of successful people in cities, professionals, businessmen and people in villages having established 

sources of income and substantial savings.  

Seekers: Their disposable income falls in the range of USD 4413.1-11032.7 per annum per household. This 

group consists of white-collar employees, mid-level government officials, medium scale businessmen and those 

fresh from colleges.  

Aspirers: Their disposable income falls between 1985.9-4413.1 p.a. per household. This group consists of small 

shop keepers and farmers and low skilled workers in industries and services. These people spend nearly 50% of 

their income in satisfying their basic needs.  

Deprived: This group consists of people whose annual disposable income is less than 1985.9 p.a. per 

household. They are the poorest in the country and meet both ends by doing highly unskilled or low-skilled jobs. 

They find it really hard to make out a living.  

The number of middle class households (earning between USD3603.01and USD17933.18 per annum). is 

estimated to increase more than fourfold to 148 million by 2030 from 32 million in 2010, India has 23.6 million 

adults, who has qualified as middleclass, Increasing Spread of Wealth will lead to a growing middle class in 

India , impacting consumption and  growth of FMCG sector . (Fig-9) 
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Figure-9 Indian households (million) based on annual disposable income (USD) [10] 

 

Young population  

India has strikingly young population, especially compared to other emerging market According Goldman Sachs 

global investment research report 2015 India has 65 % young population (the percentage of the population after 

1980) Of the 65 %, 443 million are millennial and 393 million are generation Z. If the 1970s generation is 

reaching peak consumption age, we believe India will continue to benefit from the tailwind of an expanding 

population in the coming three decades. The sheer size of India‘s youth combined with improved education pave 

the way for sustained growth in purchasing power and makes India‘s consumer story one of the world‘s most 

compelling for the next two years.  

 

Increase in Consumption of tier 2, 3 & 4 cities 

Tier 2,3and 4 cities that is cities which have a population below 1 million would battle next drivers of growth 

.There are total of 93 tiers 2 cities and 494 tier 3 and tier 4 cities .According to CII research report these cities 

account for 36% of total spend on FMCG USD 23 billion and by 2025 the spend on FMCG in these sectors will 

increase by 4.5 times (USD 104 billion. This would correspond to 45% of the total spend on FMCG and 50% of 

the total growth between 2015 and 2025 

 

Urbanization and Nuclearisation: Urbanisation is taking place at a faster rate in India .population residing in 

urban areas in India, according to 1901 census was 11.4 % .this count increased to 28.53 % according to 2001 

census and currently over 32 % Indians lives in urban areas, and there is no end in sight for urban growth. By 

2020, roughly 35 %of the Indian population will live in urban area and according to a survey by un state of the 

word population report, 2007 40.7 % of country‘s population is expected reside in urban areas and 

nuclearisation will further boost FMCG sector in India   and about 10 million additional households by 2020 due 

to reducing household size independent of population increase  
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5.3 Rural consumption 

Rural areas are expected to be the major driver for FMCG, as growth continues to be high in these regions till 

some years ago. Rural India is estimated to account for more than 700 million consumers or 70 percent of the 

Indian population and 40 percent of the total FMCG market.  (Figure -7)This market has immense potential, 

enticing FMCG growth .Rural FMCG market size is expected to touch USD100 billion by 2025 The Fast 

Moving Consumer Goods (FMCG) sector in rural and semi-urban India is estimated to cross USD100 billion by 

2025.The rural FMCG market is anticipated to expand at a CAGR of 17.41% to USD100 billion during 2009–

25.in 2015 More than 80% of FMCG products posted faster growth in rural markets as compared to urban ones. 

EMM‘s will rush to capitalise on this in future. 

.  

5.4 Premiumisation 

The rising income of customers has accelerated the trend towards ‗premiumisation‘ in India. The trend can be 

observed significantly in the top three income groups , the global‘s strivers and seekers The global‘s are keen to 

satisfy their exclusive feel and emotional value with premium products and their behaviour is near to consumers 

of developed economies. They are well-informed for various products, and willing to purchase products which 

suit their style. The strivers and seekers wishes to parallel the rich and do up-trading lavish products which offer 

better functional benefits and experience relative to products offered for mass consumption. Over the last 5 

years premiumisation across categories .It‘s happening across tiers starting from unbranded to branded at the 

bottom end and luxuriating products at the premium tiers .According to CII study relative to other countries, 

Indian consumers show a higher trading up behaviour .over 35% Indian prefer to trade up across different 

categories like deodorant, laundry care and salty snacks (compared to 20% in USA ,15% In France .18% In 

Japan[9]. 

 

5.5 Changing Lifestyle 

It is difficult to ignore lifestyle trends that are today impacting upon consumer purchasing decisions. For the 

FMCG Sector, these trends are positive and encouraging innovation. Consumer lifestyle is continuously 

evolving. Companies are tailoring their product with features that suit the lifestyle of their target segment. On 

the other hand consumers are buying products which match up with their living standard, class and which are 

acceptable in the culture.  Opportunities in the health and wellness space- Growing concerns over lifestyle-

related health issues like obesity, diabetes, hypertension and chronic heart disease are pushing consumers to 

make a shift in their food preferences. It has been witnessed in the recent past, that, consumers have consciously 

made a preference shift towards healthy, fat-free and no-sugar options in processed foods. According to industry 

estimates, the diet-related food and beverages market in India is witnessing double digit growth. This growing 

market for healthy and nutritious food is proving to be an opportunity for several food and beverage 

manufacturers, which are aligning their strategies in line with the changing consumer preferences. Several food 

and beverage companies are responding to this trend through new product launches that have the same taste but 

reduced levels of salts/ sugars. As per ASSOCHAM (2015) report, nutrition foods, beverages and supplements 

comprise a USD 2.4 -2.5 billion market in India, growing at a CAGR of 10 to 12%.  
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5.6 Low Penetration level  

Penetration of many product categories is still low. Even among those where the penetration is higher, per capita 

consumption is comparatively low, thereby offering scope for high growth in future. Penetration of products 

such as hair oil and talcum powder is high in the country, however, some major products including ayurvedic 

oil, deodorants and men‘s fairness creams recorded penetration of just 8%, 8% and 4%, in FY16, respectively 

(Fig-10) 

 

Figure- 10 Category Penetration India 2016 [10] 

 

5.7 Availability and Accessibility 

It is the biggest driver of FMCG sales. Availability of products has become way more easier as internet and 

different channels of sales has made the accessibility of desired product to customers more convenient at 

required time and place online grocery stores and online retail 

Stores like Grofers, Flipkart, Amazon making the FMCG product s more readily available Availability of 

products and their brands in the shelves of retail shop is inducing customers to add those products into their 

consideration set and then make a purchase decision.  

Rapid Adoption of Supply Chain Technology Capabilities: In the coming decade, improved collaboration 

together with new supply chain/logistics technologies and information transparency will enable a more 

synchronized value chain with greater visibility and traceability. Already 73% of fast-moving consumer goods 

companies say they have implemented or improved logistics related technology tools or enablers. We will see an 

increasing ability to constantly read, analyze, exchange and react to information inside and outside the company 

boundaries.Visibility will be enhanced by suppliers that have access to better demand signals, enabling them to 

efficiently use their capacity and other resources. Communication and high-quality data sharing will be the most 

critical factor in successful collaboration. EDI, GDs and RFID will be key enablers for this supply chain 

transparency in the future. 

 

5.8 Increased Impact of Consumer Technology Adoption 

Over the next 10 years, shoppers will continue to become more empowered through the use of new 

communication technologies. India added 88 million Internet users from 2008 to 2012 and at the end of that 
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period, the total number stood at 137 million, in 2015 there were 260 million internet users in India any 2020 it 

is expected to increase to 650 million users. Specifically 55 million consumers are estimated to be digitally 

influenced in FMCG, of which 12 million buy online and according to CII report 150 -190 million consumers 

would be digitally influenced in FMCG by 2020 while 75-90 million would purchase FMCG products online. 

These 150 million consumers are expected to account for USD 40-45 billion (35% of the market by 2020 

[9].Further The growth of mobile features and device convergence such as wallet phones will drive mobile 

commerce. In the last two-three years, mobile devices are ushering in yet another revolution by bringing the 

Internet to India‘s hinterland, where infrastructure woes crippled access to the Internet so far. By opening doors 

to the world through a four-inch screen, India‘s urban and rural masses now have access to the Internet and the 

benefits it has to offer. This is because for any solution to be accessible to the masses, it has to fulfil three key 

criteria – affordability, scale, and convenience. And, the mobile Internet is a perfect fit. From agriculture to 

education, business to healthcare, mobile Internet is changing lives in urban/rural areas for the better. 60% of the 

users connected to the Internet through mobile in 2012. By 2014, India became the third-largest online market 

with significant growth in the number of mobile internet users. And the latest report from the Internet and 

Mobile Association of India (IAMAI), titled ‗Mobile Internet in India 2016‘, predicts that the country is 

estimated to have 371 million mobile Internet users by June 2016. While 71% of this number will belong to 

urban areas, rural India is said to hold the potential to further fuel the growth of mobile Internet in the years to 

come. In fact, in 2015, the number of mobile Internet users from rural areas had already doubled from what it 

was in 2014.Further by 2020, India will have an estimated 702 million smart phones in use and mobile phones 

will emerge as the preferred device for online shopping, accounting for 70% of total online shopping. Thus 

Consumers are rapidly and intuitively adapting to new modes of online sales: for instance, in 2014 the sale of 

Chinese Smartphone manufacturer‘s Xiaomi phones through exclusive flash sales on India‘s home grown e-

commerce platform – Flipkart – did not last more than 5 seconds. That is a powerful example of how the 

Consumer Technology Adoption has changed consumer behaviour in the country and, that‘s not all.  India is 

also home to the world‘s second-largest user base2 for social media giants like Facebook  and LinkedIn. And, it 

took less than a decade for companies like Facebook to tap the large user base, since its debut in 2006, followed 

by Twitter in 2007. The use of these new tools will impact not only consumers‘ own behaviour but will also 

influence the buying behaviour of other consumers as the use of social media continues to spread.  

 

5.9 Availability of raw materials: 

Diverse agro-climatic conditions of India, makes a large raw material base and which is suitable for many 

FMCG sub sections like food processing industries etc. India is the one of the major producer of livestock, milk, 

sugarcane, coconut, spices and cashew and is the second largest producer of rice, wheat and fruits & vegetables. 

Similarly, India has an abundant supply of caustic soda and soda ash, the chief raw materials required in the 

production of soaps and detergents, which enables the household section of the industry to excel and grow. The 

accessibility of these raw materials gives India the vocational advantage. 

5.10 Low Labour Cost 

After China & Indonesia India's labour cost is lowest in the world. Low labour cost supports low cost of 

productions. Many MNCs have established plants in India for outsourcing in domestic and export markets. India 
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acts like an edge giving a strong manufacture base for national and international companies. Cheap labour is 

available in the market driving up the speed of MNC‟s establishment in India (Fig -11) 

  

Figure-11   Labour Cost Competitiveness [12]. 

 

5.11 Favourable governmental Policy 

Indian Government has passed the policies aimed at attaining international competitiveness through lifting of 

the quantitative restrictions, reducing excise duties etc.  It is estimated that India will gain USD15 billion a year 

by implementing the Goods and Services Tax Introduction of GST as a unified tax regime will lead to a re-

evaluation of procurement and distribution arrangement Removal of excise duty on products would result in 

cash flow improvements The rate of GST on services is likely to be 16% and on goods to be 20%. Elimination 

of tax cascading is expected to lower input costs and improve profitability Application of tax at all points of 

supply chain is likely to require adjustments to profit margins especially for distributors and retailers. Tax 

refunds on goods purchased for resale implies a significant reduction in the inventory cost of distribution. 

Distributors are also expected to experience cash flow from collection of GST in their sales, before remitting it 

to the government at the end of the tax filing period. The government approved 51% FDI in multi-brand retail in 

2006, which will boost the nascent organised retail market in the country .It also allowed 100% FDI in the cash 

and carry segment and in single-brand retail .FSB would reduce prices of food grains for Below Poverty Line 

(BPL) households, allowing them to spend resources on other goods and services, including FMCG products  

This is expected to trigger higher consumption spends, particularly in rural India, which is an important market 

for most FMCG companies Telecom Regulatory Authority of India (TRAI) advertising regulations , SETU 

Scheme, Government has initiated Self Employment and Talent Utilisation (SETU) scheme to boost young 

entrepreneurs. Government has invested USD163.73 million for this scheme. 

VI. CONCLUSION  

Indian market is becoming the ―dream market‖ for FMCG Sector which is rapidly increasing demand for all 

classes of product.  FMCG sector holds significant importance in the growth of Indian economy. It has grown 

from USD 17.8 billion in 2007 to reach a market size of USD 49 billion in 2016, and is forecasted to reach a 

market size of USD 110-125 billion in 2020. The FMCG sector consists of four product categories, each with its 

own hosts of products that have relatively quick turnover and low costs household care, personal care, 

healthcare and food & beverage. Household and personal care is the leading segment, accounting for 50 %of the 

overall market.  Healthcare (31%) and Food & Beverages (19%) comes next in terms of market. Over the years, 
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Indian consumers have undergone a behaviour and attitudinal shift leading to corresponding shifts for the 

FMCG industry. Some of the key drivers for the growth of FMCG sector in India are shifting of economic 

power; demographic transitions like rising  incomes, growing middle class, growing younger population; 

increase consumption in tier2,3,and 4cities ;urbanisation and nuclearisation ; rise in consumption demand in 

rural markets ;emerging trends in premiumisation ; changing lifestyles with  budding health and wellness space, 

;good accessibility  and availability ;low penetration level in some categories ; increased impact of consumer 

technology adoption. In addition, favourable government policies; low labour cost and availability of raw 

materials too will dive the growth of FMCG sector .The sector has by far acknowledged the shifts and has 

reacted swiftly by diversifying portfolios, bringing in access and affordability or reformulating existing products 

to engage better with target consumers. Hence India is becoming one of the most attractive markets for FMCG 

players in world. 
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